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SUMMARY OF EARNINGS OF OPERATING DIVISIONS 


for the six months ended September 30 (1) 
(Thousands of Canadian Dollars) 


1971 1970 
Earnings Earnings 
Operating from Operating from 
Revenues Operations Revenues Operations 
Oil and Mineral Exploration and Production ee 2 A $ 789 $ 138 $ 661 San 
Contract Drilling it Ot Se NB a a Ee 6,116 104 6,728 726 
Equipment and Supplies er ae ne ot, he $2,721 2,716 42,425 1,889 
$59,626 2,958 $49,814 2,692 
Deduct (add) 
General administrative expenses . . . . . . $ 234 S215) 
Interest expense. pete Mes bo 899 972 
Interest and other investment income . . . . ( 284) ( 453) 
Gan Onesalewot mixed assets) ae ya fe ( 29) ( 193) 
hicomestaxesma) ie oe el beeen ea | ee Pe 747 1,567 808 1,349 
Earnings before extraordinary item, minority 
interest and dividends on preferred shares ap are |e $1,391 $1,343 


CONSOLIDATED STATEMENT OF SOURCE AND APPLICATION OF FUNDS 


for the six months ended September 30 (1) 
(Thousands of Canadian Dollars) 


1971 
WORKING CAPITAL, April 1 eT Pe te.” So ores ont $13,367 
SOURCE: 

Net earnings . ele ak ReGen ae Loe Ome 985 

Depreciation and depletion ree ets Tae es Pe Bee io ke ea, SSeS 958 

Deferredsincomemtaxee.) 9G) 2 © 6 offen 6 So sf ( 124) 

Chere ene ee Peed ns Wk ed Bec ne a! ose Gsm | ch ce 68 

: iSVR “Saxeyory joes 4, « oo of46 5 o@ @ 5 G oO 1,887 

Capital and contributed surplus eo” a ee eh B eS it relic ey le 1,100 

Increase in long term debt — net Oe Sra Mee eh Vay eee 2,256 

INE Ina < Walle we soplleras worml — 6 = 6 6 illo & G@ & 6 oF © 646 

Sundries (net) POP Ben tig a a ee eee | SC ee ee 90 

Total se | th oa © ee eNO Scr A ng Pe ge ers ame os 5,979 
APPLICATION: 

Purchase of fixed assets and investments . . ./}. -. . .«. = «= . 4,288 

Reduction in minority interest ‘ : : oa ee 5 F 7 : : : 83 

Sea on acquisition of Sobsidiarics’ “. whe Pe ee 640 

Total : RS ae ee Ene Syl 15a” SO DESO. 5,011 

INCREASE during the pono cae per eae bee Mery: tt ee ks 968 

WORKING CAPITAL — September 30 a A Dice sh perme ete oe ees $14,335 

OTHER FINANCIAL HIGHLIGHTS 
as at September 30 (1) 
(Thousands of Canadian Dollars) 
: 1971 

FIXED ASSETS, at cost See Se ee ot 1 Re ecPiads ) a AD ESES eT G cae amen $46,627 

TOTAL ASSETS ‘ pee ome << ance 80,311 

LONG TERM DEBT — less due within one year at see oe eee ae 14,370 

SHAREHOLDERS’ EQUITY : ‘ ee, ee 30,219 


1970 
$11,421 


BO 
$13,600 


1970 


$43,436 
70,766 
12,483 
26,433 


(1) Figures for 1970 have been restated to exclude operating results of the transportation division which was sold during 
the year and to include a pro rata share of a special recovery of expenses and foreign exchange gains received in 


the year. 


The above figures are subject to year end adjustment and audit. 
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westburne international industries Itd. 


DIRECTORS 


T. H. ATKINSON, M.C., 
Retired Bank Executive, 
Mount Bruno, Quebec. 


W. M. BOOTH, 
President of Consolidated Oil & Gas, Inc., 
Denver, Colorado. 


JOHN H. COLEMAN, 

Deputy Chairman and Executive Vice-President, 
The Royal Bank of Canada, 

Toronto, Ontario. 


*LUCIEN CORNEZ, 
President of United Westburne Industries Limited, 
Montreal, Quebec. 


*F. R. MATTHEWS, Q.C., 
Partner of MacKimmie Matthews, 
Calgary, Alberta. 


ABRAHAM PALMER, 
President, Palmers Plumbing Supply Limited, 
Ottawa, Ontario. 


JOSEPH RIMERMAN, 


President, Craig Plumbing & Heating Supplies Co. Ltd., 


Montreal, Quebec. 


MAURICE SAILLANT, 
President, Saillant Inc., 
Quebec, Quebec. 


*J. A. SCRYMGEOUR, 
President and Chairman of the Board, 
Westburne International Industries Ltd., 
Calgary, Alberta. 


R. D. SOUTHERN, 
President, Atco Industries Ltd., 
Calgary, Alberta. 


D. N. STOKER, 

Vice-President and Director, 

Nesbitt, Thomson and Company, Limited, 
Montreal, Quebec. 


D. W. WESTCOTT, 
President, Engineering & Plumbing Supplies Limited, 
Winnipeg, Manitoba. 


*Members of the Executive Committee. 


Annual Meeting 


The Annual General Meeting of the 
Shareholders will be held in The Banff 
Room, The Calgary Inn, in the City of 
Calgary, Alberta, at 10:30 o’clock in the 
forenoon on Monday, June 14, 1971. 


OFFICERS 
J. A. SCRYMGEOUR, 
President and Chairman of the Board. 


LUCIEN CORNEZ, 
Senior Vice-President — Equipment and Supplies 


WALTER S. ZARUBY, 
Senior Vice-President — Drilling. 


W. J. CUMMER, 
Treasurer. 


L. R. ROBERTS, 
Controller. 


J. C. CRAWFORD, 
Secretary. 


Head Office 
535 Seventh Avenue S.W., Calgary 2, Alberta. 
NRE 


Transfer Agent and Registrar 

Montreal Trust Company, 

Vancouver, Calgary, Regina, Winnipeg, Toronto and 
Montreal. 

Stock Exchanges 

The Toronto Stock Exchange. 

The Montreal Stock Exchange. 

Legal Counsel 

MacKimmie Matthews, Calgary, Alberta. 
Dunnington, Bartholow & Miller, New York, U.S.A. 
Auditors 

Touche Ross & Co. 
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Financial Highlights 


1971 1970 
Restated 
For the Year Ended March 31 — 
Total"Operating Revenues ccs aires. ah hoa ee cease ae ee ee $104,714,000 $105,407,000 
Net Earnings before: Extraordinary; Itemsi4cn se cnceeecrtee en ae ete 2,673,000 2,720,000 
Per: Common, Share iysi55 seein ee ee ee ree 0.92 0.98 
Net Earnings; After Extraordinaryoltems.. cere cae een ee 2,846,000 2,720,000 
Per’Conimion. Share sonc57 Ua shis 0 eta sete ce ee ho 0.98 0.98 
Gas OW 5 cis 0k sensei sate ero ce eet ak eet Oe ec Sos A 7 nee Re 5,691,000 5,000,000 
Per Common! Share) ...cpa bac cesoise cat ose ee ern aCe 1.97 1.80 
As at March 31 — 
Fixed: Assets! iN@ts teste eter ee naree ts oe bed eee Oak 2 LO Re Cnt Per eee 27,421,000 24,395,000 
Total / ASS€ts 1.6.3.2) Hdl ca Aaah Rene es ee cc Nee a ee 71,229,000 66,984,000 
Long Term Debt — less amount due 
Within ONE: VEAE pecs iid Savor eek eee eer ee ats cae te 2 eee ne 12,116,000 9,372,000 
Shareholders’ Equity 
Preferred ss, bosses elt ee LUT ae rk ese eee tee a 7,030,000 7,075,000 
COMMON... de sad sscdvee dad cies sticks sliene tee a EOE oh oe NS ee ee 21,066,000 17,477,000 
Per Conimon: Shares ites ee es eeee tee eee ne 0 ee ns ne 7.28 6:31 
Total: Equity ic .cvcticrcsten: crest ta tote ie eee ened Ce Pe P RRR tee nc ie ee 28,096,000 24,552,000 
Number of common shares 
outstanding (Wet). Met ne d eke eee Ce eG ate Groat cee eee eee 2,893,303 2,768,407 


Mi wii iil " 
iMdidad aaah iis i 


Westburne’s H yi NOnice. Calgary, Alberta 


To The Shareholders: 


The second year of Westburne International’s operations 
was featured by the attainment of a highly satisfactory 
level of profitability in spite of a general economic 
recession in Canada. The continued expansion of 
foreign operations accounted for our ability to offset 
the decrease in domestic earnings. The development 
of measures to counteract upward pressure on costs 
and high interest rates were of primary concern 

to Westburne management throughout the year. 


In January of this year all the Company’s share holdings 
of Trimac Transportation Limited were resold to the 
former owners of that company, in consideration of 
the surrender for cancellation of 1,048,000 common 
shares of Westburne and $200,000. Westburne’s net 
outstanding common shares now total 2,893,303. 
Financial information for the year and comparative 
figures for 1970 fiscal year have been restated to 

give effect to this transaction. 


The total net income of the Company was $3,587,000 
in 1971 as compared with $3,087,000 in 1970. 


The net earnings applicable to the common shares in 
1971 were $0.98 per share, which equalled the 1970 
earnings. 


The cash flow from operations totaled $5,656,000 as 
compared to $5,000,000 for the previous year. 


Exploration and Production Division 


The prospects for the petroleum industry over the long 
term improved substantially during the last year. 

The large excess of crude oil producibility over 
demand, which has existed in Alberta for many years, 
is being brought into balance by increased exports 

to the United States. In addition, recent price increases 
will provide further incentive for increased explora- 
tory activity. The serious energy shortage developing 
in the United States is bound to improve “the economics 
of natural gas production and provide an enlarging 
market for Canadian crude oil. 


The Company’s exploration expenditures in 1971 
were confined, in the main, to its 2.26% participation 


in the Panarctic Oils drilling program in the Canadian 
Arctic Islands. There is, of course, no prospect for 
immediately developing markets for the large volumes 
of natural gas discovered by the two successful 
wildcats drilled to date in 1971. These finds, however, 
have proven that hydrocarbons do exist in immense 
quantities in the high Arctic and has given 
encouragement for the drilling of additional wells in 
search of crude oil reservoirs comparable to those 
discovered in Alaska. 


During the year Westburne produced 354,000 net 
barrels of oil and 1.3 billion cubic feet of natural 
gas. Net revenue from the sale of oil and gas (after 
royalties and operating costs) and water pipeline sales 
was $809,000, an increase of 22%. Net crude oil 
production reached 1,000 barrels a day by March 31, 
1971. The bulk of this production is in the Provost 
field where the Company was designated as manager- 
operator of a unit in the eastern portion of the Viking 
“C” Pool. In this unit, in which Westburne has a 

32% interest, there are 57 quarter sections with 40 
producing and 17 injection wells. In order to increase 
ultimate recovery and maintain pressure in the reservoir, 
water is being injected into the producing zone as 

oil is produced. Westburne owns and operates the 
25-mile pipeline from the Battle River which supplies 
the injection water. 


Last year Westburne and its partners drilled and 
completed 14 oil wells in the Provost area and no 
dry holes were drilled. The Company holds 
approximately 12,000 acres (5,500 net acres) of 
semi-proven lands south of the unit area and further 
development of these lands will be carried out in 
the next year and ensuing years. 


Westburne also participated in 7 non-operated 
wells at Gleneath, Saskatchewan, 4 at Eagle Lake, 
Saskatchewan and 10 at Boundary Lake, British 
Columbia. All these wells were successfully completed. 


Currently, Westburne is involved as a non-operator 
in the formation of three new units (at Provost, 
Pembina and Fort St. John, B.C.). Formation of these 
units and, in two cases, implementation of secondary 
recovery schemes, will substantially increase both 
production and recoverable reserves in future years. 


As at January 1, 1971 McDaniel Consultants (1965) 
Ltd., independent reservoir engineers, estimated 

the Company’s proven oil reserves at 5,973,000 
net barrels and its probable oil reserves at 5,243,000 
net barrels. These reserves are contained in 12 
fields in Saskatchewan, Alberta and British Columbia 
in 2,492 gross wells and 106 net wells. Since the 

date of the report 7 successful wells (342 net wells) 
have been drilled. 


In mining exploration, Westburne has maintained with 
its partners, its acreage position at Wollaston Lake, 
Saskatchewan and at Baker Lake, Northwest 
Territories. Results have been encouraging at Baker 
Lake in that two shows of uranium and molybdenum 
have been encountered. Further work will be done 
this summer to evaluate these prospects. 


Equipment and Supply Division 


Gross sales of the equipment and supply division 

were $84,686,000 in 1971 compared with $85,039,000 
in 1970. The maintenance of sales of both plumbing 
and heating and oilwell supplies close to the 1970 
levels represents a significant accomplishment. Your 
directors regard this performance as indicative of 

the capable management at every level of this 
division and expect improvement in sales and in 
earnings as the Canadian economy returns to an 
upward trend. 


The pronounced recession which affected the entire 
Canadian economy had an impact of particular severity 
in the building industry. The reduction of exploration 
activities in the petroleum industry caused a decrease 
in the demand for oilfield equipment. The con- 
struction industry was plagued with prolonged strikes 
in British Columbia and Saskatchewan. Below normal 
levels of construction activity was the rule in many 
other areas, particularly in Montreal. Over most 

of the period, interest rates were maintained at or 
near all time high levels. Severe price competition 
developed in certain markets. 


As part of management’s continuing endeavor to 
diversify its product lines, MacDonald Electric Limited, 
a wholesale electrical supplier, was acquired after the 
year-end. MacDonald has outlets at Kitchener, Guelph 
and Brantford, Ontario. This company is expected 

to form the basis of an expansion into electrical 
products which can be handled along with the plumbing 
and heating products now marketed by existing 
branches. The MacDonald financial results have not 
been consolidated for the year under review. 


Drilling Division 


Activities during the year under review were 
approximately 15% lower in Canada in terms of 
operating days and footage drilled compared with the 
previous year. A similar reduction in activity was 
experienced by the entire oil and gas drilling industry 
in Canada due to fewer development wells being 
drilled in Western Canada. 


The discoveries in the high Arctic have directed the 
Petroleum industry’s attention to the potential of 

the north and increasing emphasis is being placed on 
exploratory drilling there. Westburne’s drilling division 
has for many years been active in this new frontier 

of petroleum exploration which should be reflected 
in expanding demand for its services. 


As a fifty percent partner in a joint venture, we are 
conducting contract drilling operations in the Arctic 
Islands for Panarctic Oils Ltd. In addition, rigs in 
the Yukon, Northwest Territories and on the North 
Slope of Alaska are operated by Westburne. Other 
rigs of all sizes are strategically located throughout the 
Western provinces. Canadian drilling activity is 
expected to show improvement in the present year. 


Offshore drilling in Canada reached a record level in 
1970. Westburne has a 5% interest in two semi- 
submersible drilling vessels operating off the East Coast 
of Canada and in a third which is enroute to the North 
Sea. A contract was also signed for a fourth such 
unit which is presently under construction in Halifax. 
The division is also participating in an engineering 
study for a group of oil companies to develop methods 
and equipment for drilling in the Beaufort Sea. 


Our foreign operations continue to grow in Algeria, 
Indonesia and Australia. We expect to increase 
operations in all of these areas in the coming year. 
Opportunities are also being explored for participation 
in contract drilling in other countries. Foreign sub- 
sidiaries should make an increasing contribution 
toward the growth of the drilling division. 


In summary we anticipate a continuation of exploratory 
drilling in Canada at a level which should lead to 
additional development drilling. This domestic work 
along with the growing activities of our foreign 
subsidiaries indicate a successful year for this division 
in fiscal 1972. 


The Outlook 


In attempting to assess the prospects for the near 
future several favourable developments should be 
considered. The recovery of the construction industry 
from the 1970 recession seems assured. The oil industry 
has at last moved into a situation where a demand 
exists for most of its production and further price 
increases for crude oil and natural gas can be expected. 
The market for these products is bound to be buoyant 
for the foreseeable future. The improved outlook for 
both oil and gas is almost certain to be reflected in 
greater exploration drilling activity and Westburne 

is prepared to take maximum advantage of all the 
opportunities which develop in each of these fields. 


ON BEHALF OF THE BOARD OF DIRECTORS 


ia Bees 


JOHN A. SCRYMGEOUR 
President and Chairman of the Board 
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Summarized Earnings of Operating Divisions (1) 
(Thousands of Dollars) 


Year Ended March 31, 1970 


Year Ended March 31, 1971 Restated 
Administrative ‘Deprec- Earnings Administrative Deprec- Eamings 
Operating & General iation from Operating & General iation from 
Revenues Expenses & Depletion Operations Revenues Expenses & Depletion Operations 
Oil and Mineral 
Exploration 
and Production ..........:... § -1,420 --$ 62 POs he aloe: $ 996 $ OSTA? Oamr Ss ammelili7 
Contract Drilling ..,.-...-2...... 18,608 1,624 942 2,534 19,372 1,305 1,090 2,673 
Equipment and Supplies .. 84,686 10,736 453 2,781 85,039 10,713 498 3,019 
S$i04.714 312420. 3 £948 $15.59) $105,407 $12,116 $ 2,016 5,809 
Add (Deduct) 
General administrative 
EXPENSES ett. tye caees (517) ( 260) 
Interest expense.............. (1936) ( 1,548) 
Interest and other 
investment income .... 920 621 
Gain on sale of 
HIXECEASSCISE eee ee 265 294 
Extraordinary gains 
TESSPIOSSCSien sen 3 1 
ENCORIC CAKES vices csehas: (909) = (2,004) (1,830) (2,722) 
Earnings before 
minority interest ............ $ 3,587 $ 3,087 


NOTE — (1) Figures are presented by type of business activity rather than corporate entity. 


westburne international industries Itd. 


AND SUBSIDIARY COMPANIES 


Schedule of Assets Employed 


(Thousands of Dollars) 


AS AT MARCH 31, 1971 
Current Assets: . 


Cash and short term deposits ......000...00.00000 


Accounts receivable 
(less allowance for 


doubtiul-accounts)\;. 72.18 seve nie ne 
InVentOntes oe asad ace ae en mer ee 


Investments and Advances, at Cost.................... 


Pexed Assets 1atccostin eo et oe eee 


Less accumulated depreciation 


and depletion: ino ei tee) sees aoe 


Unamortized Financial Expenses ............0......... 


Excess of Cost of Investments 
in Shares of Subsidiaries over 
Net Assets at Date of 


AcQuisihoa <j Gocd sie ee ae eee 


OtalvAssets: We Bee to ie cence) ae ea ee mers 


AS AT MARCH 31, 1970 — RESTATED 


Current Assets: 


Cash and short term deposits ..........0...00.000. 


Accounts receivable 
(less allowance for 


doubtfulaccounts) 4yite ar se eee 
INVENtOMES 6:03. 5..2 cies ae eens eee 


Investments and Advances, at cost...............0... 


FixedtAssets¥atvcosty hey tate ee 


Less accumulated depreciation 


and depletion «fof ictvert poe eme eee 


Unamortized Financial Expenses ...................... 


Excess of Cost of Investments 
in Shares of Subsidiaries 
Over Net Assets at Date of 


ACGUISINION ox: dente aot cee 


Total Assets: 20 ise ei te ee eae ae ees 


Oil and Mineral Contract Equipment 

Exploration & Drilling & Supplies General Total 
Production 

$ 4 Boy 329 Sia oz $ 83 $ 998 

280 5,670 14,582 126 20,658 

38 124 15,962 — 16,124 

16 262 82 1 361 

338 6,385 31,208 210 38,141 

1,143 1,249 84 1,400 3,876 

10,587 24,435 8,617 315 43,954 

3,085 10,745 2,679 24 16,533 

7,502 13,690 5,938 291 27,421 

_ - 200 200 

_ 77 1,929 (415) 1,591 

$ 8,983 $21,401 $39,359 $ 1,486 $71,229 

$ 8 5 119 $ 604 $ 94 $ $25 

429 5,209 13,893 l 19,532 

10 195 16,020 ~ 16,225 

3 136 58 19 216 

450 5,659 30,575 114 36,798 

741 1,283 91 1,580 3,695 

Omak 23,215 8,259 30 41,225 

2,637 11,788 2,398 7 16,830 

7,084 11,427 5,861 23 24,395 

— — 214 355 569 

— ( 402) 1,929 _ L527 

$ 8,275 $17,967 $38,670 $ 2,072 $66,984 


Auditors’ Report 


The Shareholders 
Westburne International Industries Ltd. 


We have examined the consolidated balance sheet of Westburne International Industries Ltd. and its subsidiaries 
as at March 31, 1971 and 1970, and the consolidated statements of earnings, retained earnings, and source and 
application of funds for the years then ended. We have also examined the restated consolidated balance sheet 
of the companies as at March 31, 1970 and the restated consolidated statements of retained earnings and source 
and application of funds for the year then ended. For Westburne International Industries Ltd. and those subsidiaries 
of which we are the auditors, our examination included a general review of the accounting procedures and such 
tests of the accounting records and other supporting evidence as we considered necessary in the circumstances. 
We have relied on the reports of the auditors who have examined the financial statements of other subsidiaries, 
with the exception of Trimac Transportation Limited, whose earnings for the nine month period ended December 
31, 1970 are unaudited. 


In our opinion, except for the effect of any adjustments which might have been required had the earnings 
of Trimac Transportation Limited for the nine month period ended December 31, 1970 been audited: 


(a) The consolidated financial statements present fairly the financial position of the companies as at March 31, 
1971 and 1970, and the results of their operations and the source and application of their funds for the years 
then ended; 


(b) The restated consolidated financial statements present fairly the financial position of the companies as at March 
31, 1970 and the source and application of their funds for the year then ended; after giving effect to the 
severance of Trimac Transportation Limited as set forth in Note 1 (b); 


all in accordance with generally accepted accounting principles consistently applied. 


Touche Ross & Co. 
Chartered Accountants. 
Calgary, Alberta 
May 14, 1971 


westburne international industries ltd. 
AND SUBSIDIARY COMPANIES 


Consolidated Balance Sheet as at March 31, 1971 
(Thousands of Dollars) 


1971 1970 1970 
Restated 
CURRENT ASSETS: 
Cash and shortstermedeposits 467 sch eee nee cere ee >. 998 $ .~ $25 $ 1,059 
Accounts: receivablevee ys seis cise) ae ree eee en ioe ee 20,658 19,532 21,518 
Inventories, at lower of cost 
or net: tealizable:valucing tee ee ee ee 16,124 16,225 16,614 
Prepaid expenses s. 3a ce.tdccen sts. tee cee eee ee tere eee 361 216 1259 
TOTAL/CURRENT ASSETS 2. cc o0 cece ee eee 38,141 36,798 40,450 
INVESTMENTS AND ADVANCES, at cost (Note 2) 
Shares and advances 
Panarctic Oils Utd ee 203 ae ee ee 930 679 679 
Othe cea caste tlie oy ae etd acta ci 2 he eee tee 743 : 825 871 
Notes, and: morteagesrecetvable 2.0.5.gey nee eo ee 302 116 PH 
Notes receivable - directors and employees «0.00.0... 1,895 2,075 2,314 
3,876 3,695 4,136 
FIXED: ASSETS “atscost “(CNote13 ) ccnteccs te nee ee 43,954 41,225 ST © 
Less accumulated depreciation and depletion ..............00..08 16,533 16,830 24,863 
27,421 24,395 32,913 
UNAMORTIZED FINANCIAL EXPENSES (Note 4) ................ 200 569 569 
EXCESS OF COST OF INVESTMENTS IN SHARES 
OF SUBSIDIARIES OVER NET ASSETS AT 
DATE OF ACQUISITION (Note Dy 1,591 La) 3,012 
"FOTALTASSETS -atc.cfcgratect cae Cee eats ene captenlar $ 71,229 $ 66,984 $ 81,080 


APPROVED ON BEHALF OF THE BOARD: 


J. A. SCRYMGEOUR, 
Director 


LUCIEN CORNEZ, 
Director 


LIABILITIES 


1971 
CURRENT LIABILITIES: 
Pe ata MIO INS SECULEG (ONOLE. G)\\.c5 c.g. ss sk spot revs sesso sFarede ee Fes dave on $: 9,035 
MEETS DAV AC tbe dt ae os Ne tole d Nace” Ora antes. te eeieec desi Lo beoe 13,418 
Pit Omer UAKES: DAVADIECNOCE. 8). aie occ ceccs-ecascew dows tak oon srcsesntdooesesee (: 87) 
BONE CAISEA DAVIDOV cieec crt ean bares MNT cad tna usicw end duiobenpueqeetones 76 
Bear e-tet ia GEDt UC: WILGIN ONE YEAR 02. -.5. fas. .cnend sna neutenctsne seen PALEY) 
Unsecured 8% demand notes due to 
SUD) Bel TVG) Cs Ss Sle Sg SY i en — 
POPAL CURRENT UUABILEIES 50. ocr encnte astm crentnante: 24,774 
LONG-TERM DEBT LESS AMOUNT DUE WITHIN 
SPN BSW Cel OC es Ca a eee ny ee oo 12,116 
DEE ERRED INCOME TAXES (Note: 8))o.:.55:0i3.00.t.cicdestdcease 2,763 
PANO G YeoINTE REST (NOG D822. accra os ciu we serseaouasteok 3,480 
BEAL NEPA LEED LES hs hee carne beeen ooo ecu chans inckoe age 43,133 


SHAREHOLDERS’ EQUITY 


CAPITAL STOCK (NOTE 10) 


{Sg To) (A ag as Me a IMR ale RA ee OU ARTE MRS AN rer pars Oe tor 7,030 
EO TIT ON eee ele Meee ee dite e ee ee eee BN, 2,893 
SONTRIBUTED SURPEUS (Notes 11) 5 os cit hc ee 678 
RETAINED EARNINGS. CNOte 12) i253 inset ccs action 17,495 
LOTAL; SHAREHOLDERS sEQUIDY 7st cGee eee. 28,096 
TOTAL LIABILITIES AND 
SHAREHOLDERS @ BOUL Y oo ee iste eeak dee $ 71,229 


1970 
Restated 


$ 8,545 
14,185 
1,038 

50 

(heey) 


360 
29 361 


13-293 
3,849 
ay213 

S722 


7,075 
3,816 


23 
18,444 
29,358 


$ 81,080 


westburne international industries ltd. 
AND SUBSIDIARY COMPANIES 


Consolidated Statement of Earnings 
for the year ended March 31, 1971 
(Thousands of Dollars) 


CONTINUING OPERATIONS 
OPERATING REVENUES: 


Saleiof, merchandise. ..c.c4 eases cea beso orneg eae eee eee ie ee 
Contract Grallim gia 22. eh sain act oroge eee ee ee eeee 
Oil-and ‘gas production esse eres eters etose te oer ear yet ar ee 


COST AND EXPENSES: 


Cost. of sales mierchandise ss eater ctor rtsasan Saracens eee oe 
Contract Gambling cg ho ba. linea a ena Preah Pe art a ere as 
Oil. atid: Sas Producnon \.. htpirees mnt: cits Utes Saree sera, eee mee te ene 
Depreciation and: depletiomi(Note) 3) c5) 2. 3. ancien faces Gieechese es re tens ee 
Selling, general.and ‘administrative (Note 11) (C)) neces ee 


EARNINGS PROM OPERATIONS 6 ogee eee eee een ee ee 


OTHER DEDUCTIONS: 


Intérest:— longterm debt. tana citar cos. canteen okey. cee ee 
Other imterest 400 te oi.ts ts achat ee eect eseetae es ep Aen ae es ee cere eae ee 


EARNINGS BEFORE INCOME TAXES 


AND: EXTRAORDINAR YEE Be ee ee eg tee eae es ene 


INCOME TAXES (Note 8) 


CUPPED eas este ee ee ae gO ene et OT IRE An 


EARNINGS BEFORE EXTRAORDINARY. DLENIS eho aan ceeds 


EXTRAORDINARY ITEMS 


Gainon sale of investments gen kee occ hee en eee aces ee 
Gain’ on, foretenvexchan ges e neater cers eae oe arth resent eene ac eee 


EARNINGS BEFORE (MINOREFY INTERES Tea eect ite cpa 
Minority: Interest 2. ca csacca isles teeta reas tenes Lara eat AS Sat re ee 
NET EARNINGS FROM CONTINUING OPERATIONS ...0000.oc cece 


Net Earnings from Discontinued Operations (Note 1 (b)) ........0.c ee 


Earnings per common share after 
dividends on preferred shares — Note 16 


10 


1971 


$ 84,686 
18,608 
1,420 


104,714 


70,669 
13,510 
573 
1,967 
12,921 


99,640 
5,074 


1,139 
797 
(920) 
(265) 


751 
4,323 


607 
302 


909 


3,587 
233 


$ 3,354 
— 


$.- 120 


————— 


1970 
Restated 


$ 85,039 
19,372 
996 


105,407 


70,810 
14,303 
352 
2,016 
12,376 


99,857 
5,550 


890 
659 
(621) 
(294) 


634 


4,916 


3,087 
349 
S  °235738 


—[SSe=S 


$ 526 
— 


westburne international industries ltd. 
AND SUBSIDIARY COMPANIES 


Consolidated Statement of Retained Earnings 


for the year ended March 31, 1971 
(Thousands of Dollars) 


Bee ANCE AL BEGINNING OFLY EAR Mito ictdceeccscosstecseoesess 
ADD 
Net earnings 
SP CUDETENLNI DAC) CE AUTOR yi cre nee ein Ghd os Ae. Gate deatraym secre 
MESCORIEUER OPELAUIONS < 2a. 5 force. she ch.on.c1asyicieseh estat edhe dstoeeky 
Reduction of minority interest arising 
from increase in the ownership of 
United Westburne Industries Limited 
URLS AG Stay RTOS TC GR el U0 AERA ke ee 


DEDUCT 
Dividends on preferred shares 
SSTg (SS ga te nme ea eer Sy Ae Blo 58 we na A SR 


Increase in minority interest on issue of 

preferred shares to minority shareholders 

CieSWOSHHIATy COMP ARIES 2.44 nace adie. Raptor eset teeta eats eas 
Incorporation and organization expenses including 

cost of Exchange Offers to acquire shares of 

United, Commonwealth and Trimac, commission 

and expenses of issue of Preferred Shares and 

costs and expenses related to severance of 

Trimac Transportation Limited (net of applicable 

income taxes of $236,300 - 1971 and $131,803 - 1970).......... 
Reduction in respect of severance of 

Trimac Transportation Limited (Note 1 (b)) «0.0.0.0... 
Pooling of interest adjustment related to 

severance of Trimac Transportation Limited .........0.00..... 


BAICAINCE CATON DOOR TY EA Rye eee oes beh das acs ncinasevenetveateneonnes 
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236 
4,478 


443 


$ 17,495 


1970 
Restated 


$ 16,183 


2,738 
526 


19,447 


282 


703 
3,758 


443 
$ 14,243 


19,447 


282 


703 


$ 18,444 


Consolidated Statement of Source and Application of Funds 
For the year ended March 31, 1971 


(Thousands of Dollars) 


WORKING CAPITAL — OPENING BALANCE ....000 oe. 


SOURCE OF FUNDS 


Net earnings from continuing operations «0.0.0.0... eee 
Depreciation and. depletion a) insta. conten ees cs ee 
Deferred income’ tax. .3 3.2 eee tod ser ene Se Rd ae 


Cash: flows froin Operations ieee xsi ctses ve anurans ne 


Increase, in. Jong: (ermvdeb tC rrp. ae eee cre ere et eect 
Net book ‘valuc.of fixedzassetstsolds tu ciry eee ee ee 
Collection/of notes; and mortgages: (net) ie. 20t ene ee 
Deferred income tax of subsidiary acquired .........0...c cee 


Issue of capital stock 


Common! Sharesin cee oe eee ee ee ee ee ee 


Less notes accepted as consideration 


forassueto hil 7 ONSerieSan cee eee eee 


Sunday Ales ak Pe eee RI coe ee ee ere 


Adjustment in respect of severance of 


Trimac Transportation Limited (Note 1(b)) .......0.00. ee 


APPLICATION OF FUNDS 


Capital expenditures 2..on.reen een ee tet eee 
Purchase: of investments: 2a eee nee oe eee 
Repayment of long ‘term dept hi tree ace ae ee 
Dividends ‘on preferred Shares eee oe eee 
Financial and organization, Expense rate, cay eee nee oes 


Excess cost of investment in shares 
of subsidiary acquired over net book 


valuecsof nét-assetsace lien sce ren ee eee ee ee 


Reduction of minority interest by payment 
off of preferred shares and acquisition 


of additional common shares of a subsidiary ...................... 
Redemption of. preferred. shares 1970 Series. 2.0.); tec. -.5.ts aes. 
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1970 
Restated 
$ 7,746 


2,738 
2,016 
246 


5,000 


3,164 
304 
153 


5,000 
1,580 


( 1,580) 


27 


1970 


$ 7,189 


3,264 
3,758 
323 


7,345 


de 90. 
864 
225 
303 


5,000 
1,580 
( 1,580) 


42 


19,807 


3,894 


$ 11,083 


westburne international industries ltd. 
AND SUBSIDIARY COMPANIES 


Notes to Consolidated Financial Statements March 31, 1971 and 1970 


1. 


PRINCIPLES OF CONSOLIDATION AND ACCOUNTING POLICY 


(a) 


(b) 


The consolidated financial statements at March 31, 1971 and for the year then ended have been prepared on the “‘pooling of interest” 
basis, accounting for the acquisition to March 31, 1971 of the following shares of the principal subsidiaries. Commonwealth Petroleum 
Services Ltd. (“Commonwealth”) and United Westburne Industries Limited (“United”): (collectively called for purposes of these 
Notes “the Company’) 

(i) All of the 822,671 outstanding shares of Commonwealth in exchange for 2,056,678 common shares of the Company and the 
payment of $3,290,684; 

(li) All of the 9,900 outstanding 5% Cumulative Redeemable Convertible Preferred Shares, Series Z, par value $50 each, of Common- 
wealth in exchange for 49,500 5% Cumulative Redeemable Convertible Preferred Shares, Series Z, par value $10 each of the 
Company; 

(iii) 1,573,563 common shares (1,440,707 common shares at March 31, 1970) of United of which 1,565,603 were tendered in exchange 
for 1,565,603 common shares of the Company; 


and to the elimination on consolidation of 728,980 common shares of the Company held by a subsidiary, carried at a cost of $2,624,873, 


and for the year ended March 31, 1970 accounting for the above transactions and for the acquisition of the following shares of 
Trimac Transportation Limited (““Trimac’”’) (included, where applicable, for the purposes of these Notes, in the term “the Company”) 


all of the 1,000 Class A common shares, all of the 220 Class B common shares, all of the 600 Class A preference shares and all 
of the 6,047 Class B preference shares in exchange for 1,048,000 common shares of the Company; 


THE “RESTATED” FINANCIAL STATEMENTS FOR THE YEAR ENDED MARCH 31, 1970 HAVE BEEN PREPARED TO 
REFLECT ON A COMPARATIVE BASIS THE OPERATIONS AND FINANCIAL POSITION OF THE COMPANY ON A 
“POOLING OF INTEREST” BASIS GIVING EFFECT TO THE SEVERANCE OF TRIMAC AS EXPLAINED IN 1. (b) below: 


Severance of Trimac Transportation Limited 
Pursuant to a Plan and Agreement entered into on December 7, 1970 and approved by the shareholders of Westburne on January 


12, 1971 Trimac was resold to the former owners of that company by delivering to them all of the issued and outstanding shares 
of Trimac in exchange for 1,048,000 common shares of Westburne surrendered for cancellation and a cash payment of $200,000. 


For financial reporting purposes the effective date of severance of Trimac Transportation Limited is December 31, 1970. 
Details of operating results of Trimac for the period it was a subsidiary of the Company are as follows: 


Nine Month 
Period Ended Year Ended 
December 31, 1970 March 31, 1970 


(unaudited) 
(Thousands of doliars) 


$19,953 $21,330 


WostsnandGexPensesiee tx vec ete nee Mee oat norte oe tera euee nits a see Shee Bee eens ae ERB «12 oe 17,912 19,574 


2,041 1,756 


OTHER ECUCHORS Maer en Mes ce Te Ne oO Ae et  ee ied See ete be POCO rer aty FMR Re eS 554 724 


1,487 1,032 


TACORIC MN AXKCS pee ees ee ee ee ne A ee en en oR, Se ee en SR MSA 5d he, SA MG 767 506 


MING CANIN 98 nes eas ees ep Nearer Sa ee ates eee I 9 ee a $ 720 $ 526 


The adjustment of retained earnings in respect of the severance of Trimac from the Company is summarized as follows: 


Retained earnings of Trimac contributed to the Company 


on 


consolidationion;a, pooling .of- interest basis: ateA pri 19GO Ee. ene. cos. ate acaew secret cangng cusp eens esha nck ohadaats devas ernst fy shad cess Haas Bea eeacaes $ 3,232 


Net earnings of Trimac 


(c) 


forthe tycar endedaMarch: 31.1970 Saute teen scscsseae-c suse ees ces aver creates serene tsk anenaceeea ee et cuedenes ema gee ee BeansarereraMctpsese.rsebedstecenteonssOhey 526 
for the minecmonthsrenaeduDecemibenssls tl 97 Ons Wray OMe dias eee, feerstcp seen ice Pence ae eo. pews casa ceseertes tee Cao ears et. ce SEE A eee ht dos eines 720 
$ 4,478 


The Company has treated the cash portion ($200,000) of the consideration received on the severance of Trimac Transportation Limited 
(see Note | (b) above) as a reduction of selling, general and administrative expenses as these expenses include amounts incurred 
in respect of the discontinued operations during the nine month period ended December 31, 1970, which were not otherwise recovered. 
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SHARES AND ADVANCES 


(a) Panarctic Oils Ltd. 
The Company at March 31, 1971 had acquired 112,936 preferred shares of a par value of $10 each and 28,235 common shares 
of Panarctic in consideration of commitments to expend $1,132,175 on exploration and drilling operations being carried out on lands 
controlled by Panarctic in the Arctic Islands. To March 31, 1971 the sum of $935,983 had been disbursed. The Company will acquire 
a further 58,726 preferred shares of a par value of $10 each in consideration of a commitment made after March 31, 1971 to expend 
an additional $587,260 to the exploration and drilling program. The balance of $783,452 committed will be disbursed at various 
dates up to October 1972. 

(b) Notes Receivable — Directors and Employees 
The Company holds notes of directors and employees, including officers, arising primarily from subscriptions for preferred and common 
shares of the Company; $495,000 of the notes bear interest at 5% ($475,000 at March 31, 1970) and are due on or before January 
2, 1979, $1,400,000 bear interest at 6% ($1,580,000 at March 31, 1970) and are due on or before December 31, 1980. For 1970 the 
balance are non-interest bearing notes and are payable in instalments to be agreed upon with full payment required by 1983. 


FIXED ASSETS, DEPRECIATION AND DEPLETION 


Cost 
1971 1970 1970 
Restated 

) GE Ns Uda ple hy arated All ty 9 So aE nie us NR EN Gece Nie MEE Rh rns Ba is ae Ral He i i ie ld $ 1,559,963 $ 1,384,403 $ 1,839,285 

Buildin 95, 8 2. lc ccd ctae sts bred aed sich. va specs ents goteestan tacos Rte ence 6,712,550 5,878,832 7,345,811 

Drillinig rigst.y- Seas t ee aoe. Gah eee a en A ee ee ee net Re SCR ene ee 16,167,881 14,219,050 14,219,050 

Drill string él en eR Re ied eek doa ah ors et a en, Se ee ee 4,040,956 4,327,846 4,327,846 

Oil production: equipments. sie, <class tayatesesesceere eanct esaset ec ce cesses oss nena eee ee eee 3,191,930 2,820,861 2,820,861 

Revenue: producing, vehiclesica.2e sriratctsctcerscn cee teat eee ce een ees acne oe ore herent = = 13,689,133 

Other equipment sea cece sere ems cree ese ace Seater ae inte et em na eee 4,738,427 5,718,439 6,658,245 
Oil and mineral leases 

andydevelopmient expenditures) eres sce tetera arate tee cee ec eee 7,542,332 6,875,469 6,875,469 

43,954,039 41,224,900 57,775,700 

Depreciationvand depletions, coe geiccoctassss corte cnet stata eden ese ae ste cree eee cee RT 16,533,487 16,829,706 24,862,802 


$27,420,552 $24,395,194 $32,912,898 


It is the policy of the Company to depreciate the cost of plant and equipment to its estimated residual value over the estimated useful 
lives of the assets as follows: 
Buildings — at rates of 5% to 10% mainly on a diminishing balance basis 


Drilling rigs — at a rate per drilling day designed to prorate original cost less a residual value of 30% over 3,000 drilling days 
(approximately 20 years) 
Drilling string — straight-line basis related to drilling activity 


Oil production equipment, oil and mineral leases 
and development expenditures — unit of production method based on estimated recoverable reserves 


Other equipment — mainly 20% to 30% diminishing balance basis 


UNAMORTIZED FINANCIAL EXPENSES 


Unamortized debenture discount and related expenses are being amortized over the terms of the debentures. Expenses of $355,000 relating 
to a proposed common share offering incurred in the prior year and additional financial expense incurred in the year have been charged 
to retained earnings. 


EXCESS OF COST OF INVESTMENTS IN SHARES OF SUBSIDIARIES OVER NET ASSETS AT DATE OF ACQUISITION. 


The unamortized excess of cost of investment in shares of subsidiaries over net assets at date of acquisition arises from the accounting 
by subsidiaries for acquisitions of their subsidiaries on a “purchase basis”. This excess has been allocated as follows: 


Fixed ASSCtS 5 53 c$oc05 oxic cory naciace to es ee tes Ra cas ae ea aa Bae cl cA Ok Se Bk ee MOO) 8 OR. NY ot oes ee $ 465,094 
Fintan ei des force eset ne tesco eee ate cee eee ae ance GEER Be EERE Sage NS eee Cnr ee 1,591,561 
$2,056,655 


Management is of the opinion that the amount of $1,591,561 attributed to intangible assets is of continuing value and accordingly does 
not contemplate any amortization of this asset. 


ASSETS PLEDGED 


The Company has pledged all accounts receivable, certain investments, certain of its oil and gas producing properties and has granted 
debentures secured by floating charges on certain assets, as security for bank loans. 


The Company has also granted a floating charge on certain assets as security for outstanding Sinking Fund Debentures amounting to 
$5,430,000 and has granted mortgages secured by certain real property and improvements. 


14 


7. LONG TERM DEBT 


(a) 


b) 


c) 


1971 1970 1970 
Restated 
Sinking Fund Debentures 
mpeniessA avo maturines Marchi 5) LOS 7a(L)isk amen eee nen finan =o: $4,050,000 $4,275,000 $4,275,000 
Series B — 74% maturing August 1, 1982 .........ccccccceesseeessteeesteseseseeseee 480,000 520,006 520,000 
Series € — 84% maturing March 31, 1989..00.......-c...cscssssescesecssescssneesneeeensees 900,000 950,000 950,000 
5,430,000 5,745,000 5,745,000 
(1) After deducting $450,000 (1970 $225,000) purchased and held in safe- 
keeping for future sinking fund requirements. 
The Company has covenanted to provide a sinking fund related to the above 
debentures aggregating $315,000 during 1972 and 1973, $340,000 in 1974 and 
$365,000 annually thereafter. 
The debentures are redeemable prior to maturity for other than sinking 
fund purposes at maximum premiums ranging from 5.87% to 7.95%, such 
premiums to decrease by .375% to .50% yearly until the various redemption 
prices equal the par values. 
Bank loans; including current portion se iak sinc titcdaaledvaniewlii caved: 7,342,958 4,057,286 8,069,389 
The above includes special capital loans and oil and gas production loans. 
The loans carry interest rates ranging from 744% to 10% at March 31, 1971. 
Mortgages, conditional sales contracts, €tC. ......-ccssctecsscecseccceecsecseecesneees hi ecsceees 1,674,924 1,128,353 2,743,627 
The above carry interest rates ranging from 614% to 10%% at March 31, 1971. 
pia IQ eTER OCDE 20.8 e ene eta Cee i aaniinciats hanes wteas, 14,447,882 10,930,639 16,558,016 
ess amount due within: one year 2.) ht dni echoes 2,332,372 1,558,234 3,265,504 
$12,115,510 $9,372,405 $13,292,512 


The aggregate maturities and sinking fund requirements of long term debt 
for the five years ended March 31 are as follows: 
1972 — $2,332,000; 1973 — $2,463,000; 1974 — $2,023,000; 1975 — $1,521,000; 1976 — $619,000 


8. INCOME TAXES 


(a) 


(b) 


Deferred income taxes 

Under provisions of the Canadian Income Tax Act, the Company is entitled to claim and has claimed capital cost allowance and 
intangible exploration and development expenses which exceed the amounts recorded in the accounts. In this connection current 
accounting practice recommends the recording of corporate income taxes on the “tax allocation” basis for timing differences between 
accounting income and taxable income. The Company has adopted this policy in respect of certain timing differences and has recorded 
in the accounts deferred income tax credits of $2,859,000 relating to tangible assets and deferred income tax debits of $96,000. 


The Company is of the opinion that the “tax allocation” basis for timing differences relating to intangible exploration and development 
expenses is not appropriate for the subsidiaries in the oil industry and this opinion is shared by others in the industry. Had the 
Company used the “tax allocation” basis for intangible exploration and development expenses, additional deferred income taxes 
aggregating $1,648,000 would have been recorded on the books to March 31, 1971. ($1,450,000 at March 31, 1970) an increase of 
$198,000 during the year ($142,000 for 1970). 


Oil and Gas Exploration Deductions 

Under provisions of the Canadian Income Tax Act companies whose principal business is related to oil and gas activities are entitled 
to deduct in computing taxable income expenditures incurred in oil or gas exploration and development. These expenditures must 
be deducted in the year incurred to the extent that there is income against which they may be offset but any excess can be carried 
forward indefinitely to be similarly applied against income in each successive year until the expenditures have been fully applied. 


The Company acquired subsidiaries which had incurred such expenditures. In computing taxable income these subsidiaries deducted 
expenditures incurred in prior years. The Department of National Revenue - Taxation Division, has questioned the deductibility 
of these particular amounts by such subsidiaries indicating that in its opinion the rights of such subsidiaries to these deductions 
were no longer vested in the subsidiaries because of certain agreements entered into by them prior to their acquisition by the Company. 
The Company, having obtained the advice of counsel, is of the opinion that these subsidiaries are still entitled to the deductions. 
The Department of National Revenue - Taxation Division has issued assessments and the Company has entered appeals against 
them. The amounts of such assessments aggregate $320,000 with respect to the year ended March 31, 1969. In addition, income 
tax of approximately $233,000 and $209,000, could become payable with respect to the years ended March 31, 1970 and 1971 respectively. 
The Company has provided, out of earnings of 1969 and 1970, an income tax reserve of approximately $340,000 which is available 
in the event the Company’s appeals and if necessary court actions, are not successful. The application of the general principle embodied 
in the Canadian Income Tax Act which permits the deduction of expenditures incurred in oil, gas and mineral exploration and 
development is not being disputed. As a result, no question arises as to the deductibility of expenditures presently being incurred 
in exploration of oil, gas and minerals. 
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9. MINORITY INTEREST 


1971 1970 
Preferred'sharesis ho) 2 Vw iG ce te ae te aces ee ey ke TRS CEE Se Be TES Oe en pe Se $2,723,000 $3,506,000 
Commonishares and contributed /sutplusig secccs nectnesrees ece nein cere cee eee ee 256,000 595,000 
Retained scarnin ps0. 22600 re es ey fea itirae Dae teak nese navetee eares Ghee ae one a Ce one eee 501,000 1,112,000 
$3,480,000 $5,213,000 


10. CAPITAL 


(a) At Special General Meetings of the Company held January 12, 1971 a special resolution was passed which provided, in part, for 
the following: 


(i) The capital of the Company be reduced to Twenty-eight Million Nine Hundred and Fifty-two Thousand ($28,952,000.00) Dollars 
divided into Six Hundred and Eighty Thousand (680,000) First Preferred Shares of the par value of Twenty-five ($25.00) Dollars 
each, Three Hundred Thousand (300,000) Subordinated Preferred Shares of the par value of Ten ($10.00) Dollars each and 
Eight Million Nine Hundred and Fifty-two Thousand (8,952,000) common shares of the par value of One ($1.00) Dollar each, 
by payment off in full of One Million and Forty-eight Thousand (1,048,000) outstanding fully-paid common shares of the par 
value of One ($1.00) Dollar. 


(ii) The Conversion privilege attaching to the 8% Cumulative Redeemable Convertible Preferred Shares, Series A of the Company 
as set forth in Resolution of the Directors filed with the Registrar of Companies for the Province of Alberta on the 15th day 
of April, 1970 be amended by substituting “conversion price of $8 5” for “conversion price of $10” appearing in Paragraph 
(g) of such Directors’ Resolution. 


(b) Capital Stock 


Authorized Issued 
Shares Amount Shares Amount 


Preferred Shares of the par : 
valtic Ofsg25 each issuablepinesericsy.)2o eee. eee eee 680,000 $17,000,000 


8% Cumulative Redeemable Convertible Preferred Shares, 
Series A 
Issuedias;ateMarchys 125197 Oe ee eee 200,000 $5,000,000 
Issued during the year for 
shares of’ subsidiary esc. .2 cee cone ee eee eee 5,400 135,000 


205,400 5,135,000 


Subordinated Preferred Shares 
of the par value of $10 each, issuable in series... 300,000 3,000,000 


5% Subordinated Cumulative 
Redeemable Convertible 
Preferred Shares 19694Seriesfot a se ee ee ee 49,500 495,000 


6% Subordinated Cumulative 
Redeemable Convertible 
Preferred Shares 1970 Series 


Issuedyas at. March DIS 70s eee ree eee 158,000 1,580,000 
Issuediduringy thesycarformotesya ees eee ee ee 28,000 280,000 
Redeemedidurningithe yeariee eee eee (46,000) (460,000) 
140,000 1,400,000 

Preferred Shares: 228 505 weet rt cone re ee ee $7,030,000 


Common Shares of the par 


ValuesOl Di CaCI eins eos, sos ie rere eto ote corey. Coe Rete ee eee 10,000,000 $10,000,000 
Issued: ascatsMiarchr 31,519 7.0lge--rener see ee ence Sees (1) 3,816,407 $3,816,407 
Issued during the year for 
Shares: Of SUDSIGIaL Ye esse nc ete eee eee ee 124,896 124,896 
Purchased for cancellation (2) ee eee (1,048,000) (1,048,000) (1,048,000) (1,048,000) 
Common Shares an nrc es eee eee a ene 8,952,000 $ 8,952,000 (1) 2,893,303 $ 2,893,303 


(1) Exclusive of 728,980 shares held by a subsidiary. 
(2) See Note 1(b) 
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11. 


12. 


13. 


14. 


15. 


16. 


(c) Share Purchase Warrants 

(1) 148,744 common shares are reserved for issue at March 31, 1971 (178,914 at March 31, 1970) upon the exercise of 148,744 
Share Purchase Warrants, Series A until March 15, 1977 for a cash consideration of $6 per share; 

(ii) 198,000 common shares are reserved for issue upon conversion of 49,500 5% Subordinated Cumulative Redeemable Convertible 
Preferred Shares 1969 Series, from January 1, 1973 to January 1, 1979; 

(iii) 140,000 common shares are reserved at March 31, 1971 (158,000 at March 31, 1970) for issue upon the conversion of 140,000 
of 6% Subordinated Cumulative Redeemable Convertible Preferred Shares, 1970 Series between January 1, 1975 and December 
31, 1980; 

(iv) 616,200 common shares are reserved at March 31, 1971 (500,000 at March 31, 1970) for issue upon the conversion of 205,400 
8% Cumulative Redeemable Convertible Preferred Shares, Series A, up to March 1, 1977; 

(v) 15,000 common shares are reserved for issue upon the exercise of 15,000 Series B Share Purchase Warrants, until April 1, 
1979 for a cash consideration of $14 per share, subject to adjustment in certain events; 

(vi) 15,000 common shares are reserved for issue upon the exercise of 15,000 Series C Share Purchase Warrants until February 28, 
1981 for a cash consideration of $8% per share, subject to adjustment in certain events. 


CONTRIBUTED SURPLUS 


OpenmpenalancerataManchiys |g Oe ccc mcs se Meg tte ts esse ese Oe cee tece me See Ales aetna eh Reed ec tek eR tae ines at at ced tected $ 23,000 
POOlINesOfeInterescaa dj UStin CNte ae eee ener ee eet te eran anc ee ces tees ce Sau bavatdis oe et aoe meer ae aeeeran. EN Seale Sry sete cate wn: 443,000 
EGtiOnLOlsissie sprice: OMmcOmm ONgsMAalesraNOCAtCE remy pes hareters eg tener ege aera ee ees erm ec NE og coat cde ecg cose ott erar acne stents cr cae esaccces 187,000 
Garnonepurchasestoreance atlonyoiprelerrcGySM al Cs mge ene tet tee ecm ea erate Meee araae shoe eae Aaa fee escort eee nee et 25,000 

$ 678,000 


RETAINED EARNINGS 


(a) Under the provisions of the governing statutes, $1,721,219 (the amount equal to the par value of preferred shares redeemed) is restricted 
from distribution to shareholders. 

(b) An agreement with certain preferred shareholders requires that a purchase redemption fund be established. $56,000 is restricted for 
this purpose. 

(c) The trust deeds under which the Series “A”, “B” and “C” debentures were issued provide certain restrictions on the payment of 
dividends. 


COMMITMENTS 


(a) A subsidiary has given a letter of commitment to guarantee 5% of the cost of two new offshore drilling rigs being acquired at an 
estimated cost of $24,000,000 by Southeastern Commonwealth Drilling Ltd., a company in which it has a 5% share interest. 

(b) The Company has entered into lease agreements for premises at annual rentals approximating $491,000 as at March 31, 1971 and 
for various terms expiring up to November 1980. 

(c) The Company has a committment to Panarctic Oils Ltd. of $783,452 as set forth in Note 2(a). 


REMUNERATION OF DIRECTORS AND SENIOR OFFICERS 


The Company and its subsidiaries paid all directors and senior officers, including directors who are officers, an aggregate of $439,574 
during the year ended March 31, 1971. 


SUBSEQUENT EVENTS 


The Company entered into an agreement on February 15, 1971, subject to obtaining approval (presently pending) from various regulatory 
bodies, to acquire all of the outstanding shares of Westray Investments Ltd. for a total consideration of $1,600,000. The principal asset 
of Westray is its wholly-owned subsidiary, MacDonald Electric Limited. 


EARNINGS PER COMMON SHARE 


The earnings per common share are shown for “continuing operations” only. The 1970 earnings per common share have been restated 
for comparative purposes. 


1971 1970 

Common Saves iOUtStan din Oar era crcoes seca ccac see cae seat ste cto eeeee ough toate MeN a ene stan e ce epse 2,893,303 2,768,407 
Basic earnings per common share 

IncomeibeforevextraGrGin ary: (CMs a,c. ech free sovcc cues Sis oe cer tsaree cease ont pene eee gett ee eee $0.92 $0.98 

Extraordinary items..... . AS REECE Ta Ei HEE Nese Reo enn EPPO oR Pes Sa ee YEE pr 0.06 = 

INehainconter-1cOntinin fp Oper atlOns sriese cue. h. recess tice eicvans pee ccertet scm hemes naee Rete $0.98 $0.98 
Fully diluted earnings per share 

Income beforerextraOrdinarynitems geese fetcen toes ct a ornare erence er eee ete ne $0.79 $0.89 

I XCTaOECINATY SILCUS pect etc tere etree eee Me nr recat dane Seif eytase ent antares dean cechsats eects svaratee 0.04 _ 

IN ef INCOME F—ICON EIN UIT FO PET AULODS aoa. secre pare choke estes pe vn ean ee renche ease teee earn $0.83 $0.89 


Fully diluted earnings per common share give effect to the exercise of warrants and options outstanding, to the conversion of the 5% 
Subordinated Preferred Shares, 1969 Series, and for 1971 only, to the conversion of the 8% Preferred Shares, Series A and the 6% Subordinated 
Preferred Shares 1970 Series. 


When calculated in accordance with Opinion 15 of the Accounting Principles Board of the American Institute of Certified Public Accountants, 
earnings per common share for continuing operations are as follows: 


1971 1970 

Primary earnings per common share 

Income;before extraordinary atemas joao ecccssecceses tree eet aoe ae see $0.91 $0.94 

Extraordinary items ii Acie ncke path tate man sein serena a hon akees tec cere eae 0.06 = 

Net income! —icontinuin gro peta tions messes ser erectus cert ene cetera ee ee eater $0.97 $0.94 
Fully diluted earnings per common share 

Income i before extraordinary ite tgs tese cee er ey oe eer veer oe re $0.80 $0.89 

Extraor@imary :1tens ce, cso ceresuzce 0 Bia tun teens aces tes oe ghee a RES ae ane eno cet gee eee Eee 0.05 _ 

Net incomes continuimp; operations xcc.cces cee eye eee ee ete eae $ 0.85 $0.89 


For 1970, primary and fully diluted earnings per common share do not reflect the 8% Preferred Shares, Series A and 6% Subordinated 
Preferred Shares 1970 Series issued on April 21, 1970 and April 13, 1970 respectively. 
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